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/H[LFRQ�RI�,QWHUQDWLRQDO�/HJDO�7HUPV�DQG�3KUDVHV
5HOHYDQW�WR�%RUGHUV�DQG�6HFXULW\

��0DUFK�����

7KH�DWWDFKHG�OH[LFRQ�FRQWDLQV�GHILQLWLRQV�RI�OHJDO�WHUPV�DQG�SKUDVHV�SRWHQWLDOO\

UHOHYDQW�WR�WKH�LVVXHV�RI�ERUGHUV�DQG�VHFXULW\���7KH�IROORZLQJ�WHUPV�DUH�GHILQHG�

��� DLUVSDFH

��� ERXQGDU\�ULYHU

��� FRQGRPLQLXP

��� FRQWLJXRXV�]RQH

��� FRQWLQHQWDO�VKHOI

��� H[FOXVLYH�HFRQRPLF�]RQH

��� *UHHQ�/LQH

��� KLJK�VHDV

��� LQWHUQDO�ZDWHUV

����LQQRFHQW�SDVVDJH

����LQWHUQDWLRQDO�OHDVHV

����MXULVGLFWLRQ

����VRYHUHLJQW\

����WHUUD�QXOOLXV

����WHUULWRULDO�VHD

����WHUULWRULDO�VXEVRLO

����WKDOZHJ

3OHDVH�QRWH�WKDW�ZRUGV�KLJKOLJKWHG�LQ�EROG�LQ�WKH�DWWDFKHG�GHILQLWLRQV�DUH�GHILQHG

HOVHZKHUH�LQ�WKH�OH[LFRQ�

3OHDVH�OHW�XV�NQRZ�LI�ZH�KDYH�RPLWWHG�DQ\�UHOHYDQW�WHUPV���$V�ZH�FRQWLQXH�RXU

SUHSDUDWLRQV�IRU�QHJRWLDWLRQV��ZH�ZLOO�DGG�QHZ�WHUPV�WR�WKH�OH[LFRQ�

��� DLUVSDFH

7KH�DLUVSDFH�VXSHUMDFHQW�WR�ODQG�WHUULWRU\��LQWHUQDO�ZDWHUV��DQG�WKH�WHUULWRULDO�VHD

LV�LQ�ODZ�D�SDUW�RI�VWDWH�WHUULWRU\���$V�D�FRQVHTXHQFH��RWKHU�6WDWHV�PD\�RQO\�XVH�VXFK
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DLUVSDFH�IRU�QDYLJDWLRQ�RU�RWKHU�SXUSRVHV�±�DQG�RQO\�ZLWK�WKH�DJUHHPHQW�RI�WKH�WHUULWRULDO

VRYHUHLJQ����7KH�ODZ�GRHV�QRW�SHUPLW�D�ULJKW�RI�LQQRFHQW�SDVVDJH�WKURXJK�D�6WDWH¶V

DLUVSDFH��RU�HYHQ�WKURXJK�DLUVSDFH�RYHU�D�6WDWH¶V�WHUULWRULDO�VHD��

��� ERXQGDU\�ULYHU

$�ERXQGDU\�ULYHU�VHSDUDWHV�GLIIHUHQW�6WDWHV�IURP�HDFK�RWKHU���%RXQGDU\�ULYHUV

EHORQJ�WR�WKH�WHUULWRU\�RI�WKH�VWDWHV�WKH\�VHSDUDWH��WKH�ERXQGDU\�OLQH�XVXDOO\�UXQQLQJ�HLWKHU

WKURXJK�WKH�PLGGOH�RI�WKH�ULYHU�RU�WKURXJK�WKH�PLGGOH�RI�WKH�PLG�FKDQQHO�RI�WKH�ULYHU�

3OXUL�QDWLRQDO�RU�PXOWLQDWLRQDO�ULYHUV��ZKLFK�UXQ�VXFFHVVLYHO\�WKURXJK�WZR�RU�PRUH

VWDWHV��EHORQJ�VXFFHVVLYHO\�WR�WKH�WHUULWRULHV�RI�WKH�VWDWHV�GUDLQHG�E\�WKHP����$V�UHJDUGV

ERWK�ERXQGDU\�ULYHUV�DQG�SOXUL�QDWLRQDO�ULYHUV��WKH�ULSDULDQ�VWDWHV�FDQ�UHJXODWH�QDYLJDWLRQ

RQ�WKH�SDUWV�RI�WKHVH�ULYHUV�WKDW�WKH\�RZQ�

��� FRQGRPLQLXP

,QWHUQDWLRQDO�ODZ�UHFRJQL]HV�WKH�³FRQGRPLQLXP´��ZKLFK�H[LVWV�ZKHQ�WZR�RU�PRUH

VWDWHV�H[HUFLVH�VRYHUHLJQW\�FRQMRLQWO\�RYHU�D�WHUULWRU\���)RU�LQVWDQFH��WKH�6XGDQ�ZDV�XQGHU

WKH�FRQGRPLQLXP�RI�*UHDW�%ULWDLQ�DQG�(J\SW�EHWZHHQ������DQG�������DQG�WKH�1HZ

+HEULGHV��QRZ�WKH�LQGHSHQGHQW�6WDWH�RI�9DQXDWX��ZDV�XQGHU�WKH�FRQGRPLQLXP�RI�*UHDW

%ULWDLQ�DQG�)UDQFH��HDFK�H[HUFLVLQJ�MXULVGLFWLRQ�RYHU�LWV�RZQ�VXEMHFWV�

��� FRQWLJXRXV�]RQH

7KH�FRQWLJXRXV�]RQH�LV�WKH�]RQH�RI�WKH�KLJK�VHDV�FRQWLJXRXV�WR��L�H���ERUGHULQJ��D

6WDWH¶V�WHUULWRULDO�VHD�RYHU�ZKLFK�D�FRDVWDO�6WDWH�PD\�H[WHQG�WKH�RSHUDWLRQ�RI�FHUWDLQ�RI

LWV�ODZV���$�FRDVWDO�6WDWH�KDV�WKH�ULJKW�WR�H[HUFLVH�FRQWURO�RYHU�WKH�FRQWLJXRXV�]RQH

QHFHVVDU\�WR�SUHYHQW�RU�SXQLVK�LQIULQJHPHQW�RI�LWV�FXVWRPV��ILVFDO��LPPLJUDWLRQ��RU

VDQLWDU\�UHJXODWLRQV�ZLWKLQ�LWV�WHUULWRU\�RU�WHUULWRULDO�VHD���8QGHU�LQWHUQDWLRQDO�ODZ�

������������������������������������������������
��7KH�-RUGDQ�5LYHU�LV�ERWK�D�ERXQGDU\�ULYHU�DQG�D�SOXUL�QDWLRQDO�ULYHU�
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KRZHYHU��LW�LV�GRXEWIXO�ZKHWKHU�D�6WDWH�QHHG�FODLP�RU�SURFODLP�D�FRQWLJXRXV�]RQH�EHIRUH

H[HUFLVLQJ�FRQWLJXRXV�]RQH�MXULVGLFWLRQ�

7KH������&RQYHQWLRQ�RQ�WKH�/DZ�RI�WKH�6HD�OLPLWV�WKH�FRQWLJXRXV�]RQH�WR���

PLOHV�IURP�WKH�EDVHOLQH�RI�WKH�WHUULWRULDO�VHD��L�H���LQ�PRVW�FDVHV�����PLOHV�IURP�WKH�RXWHU

OLPLW�RI�WKH�WHUULWRULDO�VHD��

��� FRQWLQHQWDO�VKHOI

7KH�FRQWLQHQWDO�VKHOI�RI�D�FRDVWDO�6WDWH�FRPSULVHV�WKH�VHDEHG�DQG�VXEVRLO�RI�WKH

VXEPDULQH�DUHDV�WKDW�H[WHQG�EH\RQG�LWV�WHUULWRULDO�VHD�WKURXJKRXW�WKH�QDWXUDO

SURORQJDWLRQ�RI�LWV�ODQG�WHUULWRU\�WR�WKH�RXWHU�HGJH�RI�WKH�FRQWLQHQWDO�PDUJLQ����7KH

FRQWLQHQWDO�VKHOI�H[WHQGV�WR�D�GLVWDQFH�RI�����QDXWLFDO�PLOHV�IURP�WKH�EDVHOLQHV�RI�WKH

WHUULWRULDO�VHD�LI�WKH�RXWHU�HGJH�RI�WKH�FRQWLQHQWDO�PDUJLQ�GRHV�QRW�H[WHQG�XS�WR�WKDW

GLVWDQFH�

7KH�FRDVWDO�6WDWH¶V�VRYHUHLJQ�ULJKWV�WR�H[SORUH�WKH�FRQWLQHQWDO�VKHOI�DQG�WR�H[SORLW

LWV�QDWXUDO�UHVRXUFHV�DUH�H[FOXVLYH�±�LI�WKH�FRDVWDO�6WDWH�GRHV�QRW�H[SORUH�WKH�FRQWLQHQWDO

VKHOI�RU�H[SORLW�LWV�QDWXUDO�UHVRXUFHV��QR�RQH�PD\�XQGHUWDNH�WKHVH�DFWLYLWLHV�ZLWKRXW�WKH

H[SUHVV�FRQVHQW�RI�WKH�FRDVWDO�6WDWH���0RUHRYHU��WKH�ULJKWV�RI�WKH�FRDVWDO�6WDWH�RYHU�WKH

FRQWLQHQWDO�VKHOI�GR�QRW�GHSHQG�RQ�RFFXSDWLRQ��HIIHFWLYH�RU�QRWLRQDO��RU�RQ�DQ\�H[SUHVV

SURFODPDWLRQ�

7KH�QDWXUDO�UHVRXUFHV�RI�WKH�FRQWLQHQWDO�VKHOI�WKDW�PD\�EH�H[SORUHG�DQG�H[SORLWHG

FRQVLVW�RI�WKH�PLQHUDO�DQG�RWKHU�QRQ�OLYLQJ�UHVRXUFHV�RI�WKH�VHDEHG�DQG�VXEVRLO�WRJHWKHU

ZLWK�OLYLQJ�RUJDQLVPV�EHORQJLQJ�WR�VHGHQWDU\�VSHFLHV�±�WKDW�LV��RUJDQLVPV�WKDW��DW�WKH

KDUYHVWDEOH�VWDJH��HLWKHU�DUH�LPPRELOH�RU�XQGHU�WKH�VHDEHG�DQG�DUH�XQDEOH�WR�PRYH�H[FHSW

LQ�FRQVWDQW�SK\VLFDO�FRQWDFW�ZLWK�WKH�VHDEHG�RU�WKH�VXEVRLO�

7KH�ULJKWV�RI�WKH�FRDVWDO�6WDWH�RYHU�WKH�FRQWLQHQWDO�VKHOI�GR�QRW�DIIHFW�WKH�OHJDO

VWDWXV�RI�WKH�VXSHUMDFHQW�ZDWHUV�RU�RI�WKH�DLUVSDFH�DERYH�WKRVH�ZDWHUV���7KXV��WKH�H[HUFLVH

������������������������������������������������
��7KH�³FRQWLQHQWDO�PDUJLQ´�FRPSULVHV�WKH�VXEPHUJHG�SURORQJDWLRQ�RI�WKH�ODQG�PDVV�RI�WKH
FRDVWDO�6WDWH��DQG�FRQVLVWV�RI�WKH�VHDEHG�DQG�VXEVRLO�RI�WKH�VKHOI��WKH�VORSH�DQG�WKH�ULVH���,W
GRHV�QRW�LQFOXGH�WKH�GHHS�RFHDQ�IORRU�ZLWK�LWV�RFHDQLF�ULGJHV�RU�WKH�VXEVRLO�WKHUHRI�
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RI�WKH�ULJKWV�RI�WKH�FRDVWDO�6WDWH�RYHU�WKH�FRQWLQHQWDO�VKHOI�PXVW�QRW�LQIULQJH�RU�UHVXOW�LQ

XQMXVWLILDEOH�LQWHUIHUHQFH�ZLWK�QDYLJDWLRQ�DQG�RWKHU�ULJKWV�RI�RWKHU�6WDWHV�

��� H[FOXVLYH�HFRQRPLF�]RQH

7KH�H[FOXVLYH�HFRQRPLF�]RQH�LV�WKH�DUHD�MXVW�EH\RQG�WKH�WHUULWRULDO�VHD�

H[WHQGLQJ�XS�WR�����PLOHV�IURP�WKH�EDVHOLQH�RI�WKH�WHUULWRULDO�VHD��LQ�ZKLFK�WKH�FRDVWDO

6WDWH�HQMR\V�VSHFLDO�DXWKRULW\�IRU�HFRQRPLF�SXUSRVHV�

$FFRUGLQJ�WR�WKH������&RQYHQWLRQ�RQ�WKH�/DZ�RI�WKH�6HD��WKH�FRDVWDO�6WDWH¶V�SULRU

DQG�SUHIHUHQWLDO�LQWHUHVWV�LQ�WKH�UHVRXUFHV�RI�WKH�H[FOXVLYH�HFRQRPLF�]RQH�DUH�UHFRJQL]HG

DV�VRYHUHLJQ�ULJKWV���$W�WKH�VDPH�WLPH��KRZHYHU��LPSRUWDQW�LQWHUHVWV�HQMR\HG�E\�DOO�6WDWHV

LQ�WKRVH�ZDWHUV�DUH�SURWHFWHG�DQG�VSHFLILHG���$OWKRXJK�WKH�FRDVWDO�6WDWH�KDV�YHU\�H[WHQVLYH

ULJKWV�LQ�WKH�]RQH��WKH�H[FOXVLYLW\�RI�WKRVH�ULJKWV�LV�FRQILQHG�WR�WKH�HFRQRPLF�LQWHUHVWV

VSHFLILHG�LQ�WKH������&RQYHQWLRQ���7KXV��LW�LV�QRW�DQ�H[FOXVLYH�]RQH�EXW��UDWKHU��DQ

H[FOXVLYH�HFRQRPLF�]RQH�

7KH�ULJKWV�RI�WKH�FRDVWDO�6WDWH�LQ�WKH�H[FOXVLYH�HFRQRPLF�]RQH�LQFOXGH�H[SORULQJ�

H[SORLWLQJ��FRQVHUYLQJ�DQG�PDQDJLQJ�WKH�QDWXUDO�UHVRXUFHV�±�OLYLQJ�DQG�QRQ�OLYLQJ�±�RI

WKH�ZDWHUV�VXSHUMDFHQW�WR�VHDEHG�DQG�RI�WKH�VHDEHG�DQG�LWV�VXEVRLO��DV�ZHOO�DV�SURGXFWLRQ

RI�HQHUJ\�IURP�WKH�ZDWHU��FXUUHQWV��DQG�ZLQGV���7KH�FRDVWDO�6WDWH�DOVR�KDV�MXULVGLFWLRQ

ZLWK�UHJDUG�WR��L��WKH�HVWDEOLVKPHQW�DQG�XVH�RI�DUWLILFLDO�LVODQGV��LQVWDOODWLRQV��DQG

VWUXFWXUHV���LL��PDULQH�VFLHQFH�UHVHDUFK��DQG��LLL��WKH�SURWHFWLRQ�DQG�SUHVHUYDWLRQ�RI�WKH

PDULQH�HQYLURQPHQW�

��� *UHHQ�/LQH

7KH�³JUHHQ�OLQH´�UHIHUV�WR�WKH�ERXQGDU\�HVWDEOLVKHG�LQ�WKH�*HQHUDO�$UPLVWLFH

$JUHHPHQW�EHWZHHQ�,VUDHO�DQG�-RUGDQ����$SULO��������7KLV�ERXQGDU\�ZDV�FDOOHG�WKH

³JUHHQ�OLQH´�EHFDXVH�LW�ZDV�ODWHU�SULQWHG�LQ�JUHHQ�RQ�,VUDHOL�PDSV���)ROORZLQJ�WKH�JHQHUDO

GHPDUFDWLRQ�RI�WKH�ERXQGDU\��MRLQW�PLOLWDU\�FRPPLWWHHV�VSHQW�PRQWKV�ZRUNLQJ�RXW�WKH

SUHFLVH�FRXUVH�RI�WKH�OLQH���7KHVH�MRLQW�FRPPLWWHHV�LPSOHPHQWHG�VPDOO�ORFDO�FKDQJHV�WR

WKH�ERXQGDU\�LQ�RUGHU�WR�PHHW�WKH�QHHGV�RI�WKH�ORFDO�SRSXODWLRQ� �
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��� KLJK�VHDV

7KH�KLJK�VHDV�DUH�DOO�SDUWV�RI�WKH�VHD�WKDW�DUH�QRW�LQFOXGHG�LQ�WKH�H[FOXVLYH

HFRQRPLF�]RQH��LQ�WKH�WHUULWRULDO�VHD��RU�LQ�WKH�LQWHUQDO�ZDWHUV�RI�D�6WDWH���1R�6WDWH�PD\

SXUSRUW�WR�VXEMHFW�DQ\�SDUW�RI�WKH�KLJK�VHDV�WR�LWV�WHUULWRULDO�VRYHUHLJQW\�

��� LQWHUQDO�ZDWHUV

$�6WDWH¶V�LQWHUQDO�ZDWHUV�DUH�FRPSULVHG�RI�WKH�ODNHV�DQG�ULYHUV�LQFOXGHG�LQ�WKH

6WDWH¶V�ODQG�WHUULWRU\��DV�ZHOO�DV�ZDWHUV�RQ�WKH�ODQGZDUG�VLGH�RI�EDVHOLQHV�IURP�ZKLFK�WKH

EUHDGWK�RI�WKH�WHUULWRULDO�VHD�LV�FDOFXODWHG���,QWHUQDO�ZDWHUV�DUH�VXEMHFW�WR�6WDWH

VRYHUHLJQW\���7KHUH�LV�QR�ULJKW�RI�LQQRFHQW�SDVVDJH�WKURXJK�LQWHUQDO�ZDWHUV�

����LQQRFHQW�SDVVDJH

,QQRFHQW�SDVVDJH�LV�QDYLJDWLRQ�WKURXJK�WKH�WHUULWRULDO�VHD�IRU�WKH�SXUSRVH�RI

WUDYHUVLQJ�WKDW�VHD�ZLWKRXW�HQWHULQJ�LQWHUQDO�ZDWHUV��LQFOXGLQJ�FDOOLQJ�DW�D�URDGVWHDG�RU

SRUW�IDFLOLW\�RXWVLGH�LQWHUQDO�ZDWHUV���3DVVDJH��WKRXJK�LW�PXVW�EH�³FRQWLQXRXV�DQG

H[SHGLWLRXV�´�LQFOXGHV�VWRSSLQJ�DQG�DQFKRULQJ�VR�IDU�DV�WKH\�DUH�LQFLGHQWDO�WR�RUGLQDU\

QDYLJDWLRQ�RU�DUH�UHQGHUHG�QHFHVVDU\�E\�IRUFH�PDMHXUH�RU�E\�GLVWUHVV��RU�IRU�WKH�SXUSRVH

RI�UHQGHULQJ�DVVLVWDQFH�WR�SHUVRQV��VKLSV��RU�DLUFUDIW�LQ�GDQJHU�RU�GLVWUHVV�

7KH�ULJKW�RI�LQQRFHQW�SDVVDJH�GHULYHV�IURP�WKH�IUHHGRP�RI�WKH�RSHQ�VHD���3DVVDJH

LV�LQQRFHQW�VR�ORQJ�DV�LW�LV�QRW�SUHMXGLFLDO�WR�WKH�SHDFH��JRRG�RUGHU��RU�VHFXULW\�RI�WKH

FRDVWDO�6WDWH���7KH�H[HUFLVH�RI�WKH�ULJKW�RI�LQQRFHQW�SDVVDJH�PXVW�EH�H[HUFLVHG�LQ

DFFRUGDQFH�ZLWK�WKH�FRDVWDO�6WDWH¶V�ODZV�DQG�UHJXODWLRQV���7KH�FRDVWDO�6WDWH¶V�ODZV�DQG

UHJXODWLRQV��LQ�WXUQ��PXVW�FRQIRUP�ZLWK�WKH�UXOHV�RI�LQWHUQDWLRQDO�ODZ���$�QRQ�LQQRFHQW

SDVVDJH�LV�QRW�QHFHVVDULO\�XQODZIXO��EHFDXVH�LW�PD\�EH�H[HUFLVHG�DV�D�ULJKW�E\�WUHDW\�

$�IHZ�DGGLWLRQDO�SRLQWV�UHJDUGLQJ�LQQRFHQW�SDVVDJH�

x � )RUHLJQ�ILVKLQJ�YHVVHOV�PD\�QRW�ILVK�ZLWKLQ�WKH�WHUULWRULDO�VHD�H[FHSW�E\�OLFHQVH�
DQG�WKHLU�SDVVDJH�LV�QRW�LQQRFHQW�LI�WKH\�GR�QRW�REVHUYH�WKH�FRDVWDO�6WDWH¶V�ODZV�
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x � )RUHLJQ�VXEPDULQHV�SDVVLQJ�WKURXJK�WKH�WHUULWRULDO�VHD�PXVW�QDYLJDWH�RQ�WKH
VXUIDFH�DQG�VKRZ�WKHLU�IODJ�

x � 7KHUH�LV�VRPH�GLVSXWH�UHJDUGLQJ�WR�ZKHWKHU�IRUHLJQ�ZDUVKLSV�KDYH�WKH�ULJKW�WR
LQQRFHQW�SDVVDJH�WKURXJK�WKH�WHUULWRULDO�VHD�

����LQWHUQDWLRQDO�OHDVHV

7KH�OHJDO�HIIHFW�RI�DQ�LQWHUQDWLRQDO�OHDVH�GHSHQGV�XSRQ�WKH�IDFWV�LQ�HDFK�FDVH�DQG�

LQ�SDUWLFXODU��RQ�WKH�WHUPV�RI�WKH�JUDQW���,Q�JHQHUDO��KRZHYHU��WKHUH�LV�D�SUHVXPSWLRQ�WKDW

WKH�JUDQWRU�UHWDLQV�UHVLGXDO�VRYHUHLJQW\���)RU�LQVWDQFH��E\�D�&RQYHQWLRQ�VLJQHG�RQ��

0DUFK�������&KLQD�³FHGH>G@�WR�*HUPDQ\�RQ�OHDVH��SURYLVLRQDOO\�IRU�QLQHW\�QLQH�\HDUV�

ERWK�VLGHV�RI�WKH�HQWUDQFH�WR�WKH�%D\�RI�.LDR�&KDX�´��$UWLFOH���RI�WKH�&RQYHQWLRQ

SURYLGHG�WKDW�&KLQD�³ZLOO�DEVWDLQ�IURP�H[HUFLVLQJ�ULJKWV�RI�VRYHUHLJQW\�LQ�WKH�FHGHG

WHUULWRU\�GXULQJ�WKH�WHUP�RI�WKH�OHDVH�´��7KXV��LQ�WKLV�FDVH��&KLQD�FOHDUO\�UHWDLQHG�UHVLGXDO

VRYHUHLJQW\��DQG�*HUPDQ\��WKH�JUDQWHH��KDG�QR�ULJKW�WR�GLVSRVH�RI�WKH�WHUULWRU\�WR�D�WKLUG

6WDWH�

����MXULVGLFWLRQ

6WDWH�MXULVGLFWLRQ�FRQFHUQV�HVVHQWLDOO\�WKH�H[WHQW�RI�HDFK�6WDWH¶V�ULJKW�WR�UHJXODWH

FRQGXFW�RU�WKH�FRQVHTXHQFHV�RI�HYHQWV���-XULVGLFWLRQ�LV�DQ�DVSHFW�RI�VRYHUHLJQW\���%\

YLUWXH�RI�LWV�VRYHUHLJQW\��D�6WDWH�QRUPDOO\�KDV�MXULVGLFWLRQ�RYHU�DOO�SHUVRQV�DQG�WKLQJV

ZLWKLQ�LWV�WHUULWRU\���7KXV��DOLHQV�FRPH�XQGHU�WKH�MXULVGLFWLRQ�RI�D�6WDWH�RQFH�WKH\�HQWHU�LWV

WHUULWRU\���6XEMHFW�WR�WKH�6WDWH¶V�REOLJDWLRQV��E\�WUHDW\�RU�RWKHU�LQWHUQDWLRQDO�DJUHHPHQW��WR

WKH�6WDWH�RI�ZKLFK�WKH�DOLHQ�LV�D�QDWLRQDO��WKH�ORFDO�6WDWH�PD\�DSSO\�LWV�ODZV�WR�DOLHQV�LQ�LWV

WHUULWRU\��DQG�WKH�DOLHQV�PXVW�FRPSO\�ZLWK�DQG�UHVSHFW�WKRVH�ODZV�

����VRYHUHLJQW\
$FFRUGLQJ�WR�RQH�GHILQLWLRQ��³6RYHUHLJQW\�LQ�WKH�UHODWLRQV�EHWZHHQ�6WDWHV�VLJQLILHV

LQGHSHQGHQFH���,QGHSHQGHQFH�LQ�UHJDUG�WR�D�SRUWLRQ�RI�WKH�JOREH�LV�WKH�ULJKW�WR�H[HUFLVH

WKHUHLQ��WR�WKH�H[FOXVLRQ�RI�DQ\�RWKHU�6WDWH��WKH�IXQFWLRQV�RI�D�6WDWH�´��7KXV��³VRYHUHLJQW\´

LV�VXSUHPH�DXWKRULW\�RYHU�D�SDUWLFXODU�WHUULWRU\����D�VRYHUHLJQ�6WDWH�PXVW�SRVVHVV�D�OHJDO
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RUGHU�WKDW�LV�GLVWLQFW�IURP�DQ\�RWKHU¶V�6WDWH¶V�OHJDO�RUGHU�DQG�VXERUGLQDWH�RQO\�WR

LQWHUQDWLRQDO�ODZ���6RYHUHLJQW\��WKHUHIRUH��DOVR�LPSOLHV�SROLWLFDO�LQGHSHQGHQFH� ��

7KH�XQGHUWDNLQJ�RI�REOLJDWLRQV�XQGHU�D�WUHDW\�GRHV�QRW�QHFHVVDULO\�LQYROYH�DQ\

DEDQGRQPHQW�RI�VRYHUHLJQW\��HYHQ�WKRXJK�LW�PD\�SODFH�UHVWULFWLRQV�RQ�WKH�H[HUFLVH�E\�D

6WDWH�RI�LWV�VRYHUHLJQ�ULJKWV���+RZHYHU��WUHDW\�REOLJDWLRQV�ZLOO�DPRXQW�WR�D�VXUUHQGHU�RI

VRYHUHLJQW\�LI�WKH\�DUH�VXFK�DV�WR�FDXVH�D�6WDWH�WR�ORVH�RU�OLPLW�LWV�LQGHSHQGHQFH�E\

VXERUGLQDWLQJ�LWV�ZLOO�WR�WKDW�RI�DQRWKHU�6WDWH���+HUH��WKH�LVVXH�RI�FRQVHQW�LV�FHQWUDO���6WDWH

$�PD\�KDYH�FRQVLGHUDEOH�IRUFHV�VWDWLRQHG�ZLWKLQ�WKH�IURQWLHUV�RI�6WDWH�%���6WDWH�$�PD\

DOVR�KDYH�H[FOXVLYH�XVH�RI�D�FHUWDLQ�DUHD�RI�6WDWH�%��DQG�H[FOXVLYH�MXULVGLFWLRQ�RYHU�LWV

RZQ�IRUFHV���,I��KRZHYHU��WKHVH�ULJKWV�H[LVW�ZLWK�WKH�FRQVHQW�RI�WKH�KRVW�VWDWH��WKHQ�VWDWH�$

KDV�QR�VRYHUHLJQW\�RYHU�DQ\�SDUW�RI�6WDWH�%���,Q�VXFK�D�FDVH��WKHUH�KDV�EHHQ�D�GHURJDWLRQ

IURP�WKH�VRYHUHLJQW\�RI�6WDWH�%��EXW�6WDWH�$�GRHV�QRW�JDLQ�VRYHUHLJQW\�DV�D�FRQVHTXHQFH�

$�6WDWH�PD\�EH�UHFRJQL]HG�DV�KDYLQJ�VRYHUHLJQ�ULJKWV�WR�RQO\�VRPH�RI�WKH�WHUULWRU\

LW�SRVVHVVHV���2Q�D�QXPEHU�RI�RFFDVLRQV��WKH�LQWHUQDWLRQDO�FRPPXQLW\�KDV�H[WHQGHG

UHFRJQLWLRQ�WR�6WDWHV�ZKRVH�WHUULWRULDO�ERUGHUV�UHPDLQHG�LQ�GLVSXWH���7KXV��WKH�IDFW�WKDW�WKH

LQWHUQDWLRQDO�FRPPXQLW\�KDV�H[WHQGHG�UHFRJQLWLRQ�WR�D�6WDWH�±�DQG�WKHUHE\�KDV�UHFRJQL]HG

WKDW�6WDWH¶V�VRYHUHLJQW\�±�GRHV�QRW�VHWWOH�WKH�OHJDO�DQG�SROLWLFDO�TXHVWLRQ�RI�ZKHUH�WKDW

6WDWH¶V�ERUGHUV�OLH�

����WHUUD�QXOOLXV

)URP�WKH�/DWLQ��PHDQLQJ�³ODQG�RI�QR�RQH�´��7HUUD�QXOOLXV�LV�ODQG�WKDW�GRHV�QRW

EHORQJ�WR�DQ\�SDUWLFXODU�FRXQWU\���7HUUD�QXOOLXV�LV�RSHQ�WR�DFTXLVLWLRQ�E\�DQ\�6WDWH�

����WHUULWRULDO�VHD
7KH�VRYHUHLJQW\�RI�D�FRDVWDO�VWDWH�H[WHQGV��EH\RQG�LWV�ODQG�WHUULWRU\�DQG�LQWHUQDO

ZDWHUV�WR�DQ�DGMDFHQW�EHOW�RI�VHD�FDOOHG�WKH�WHUULWRULDO�VHD���7KLV�VRYHUHLJQW\�H[WHQGV�WR�WKH

DLUVSDFH�DERYH�WKH�WHUULWRULDO�VHD��DV�ZHOO�DV�WR�LWV�EHG�DQG�VXEVRLO���7KH�VRYHUHLJQ�ULJKWV

RI�D�FRDVWDO�6WDWH�RYHU�LWV�WHUULWRULDO�VHD�GR�QRW�GLIIHU�LQ�QDWXUH�IURP�LWV�VRYHUHLJQ�ULJKWV

RYHU�RWKHU�SDUWV�RI�LWV�WHUULWRU\��H[FHSW�WKDW�RWKHUV�KDYH�WKH�ULJKW�WR�LQQRFHQW�SDVVDJH



3DOHVWLQH�/LEHUDWLRQ�2UJDQL]DWLRQ
1HJRWLDWLRQV�$IIDLUV�'HSDUWPHQW

1HJRWLDWLRQV�6XSSRUW�8QLW

�

WKURXJK�D�6WDWH¶V�WHUULWRULDO�VHD����7KH�FRDVWDO�6WDWH�KDV�H[FOXVLYH�MXULVGLFWLRQ�ZLWKLQ�WKH

WHUULWRULDO�VHD�RYHU�PDWWHUV�RI�SROLFH�DQG�FRQWURO�

7KH�WHUULWRULDO�VHD�LV�PHDVXUHG�LQ�RQH�RI�WZR�ZD\V���1RUPDOO\��WKH�EDVHOLQH�RI�WKH

WHUULWRULDO�VHD�LV�WKH�ORZ�ZDWHU�PDUN��DORQJ�WKH�FRDVW��DV�PDUNHG�RQ�ODUJH�VFDOH�PDSV

RIILFLDOO\�UHFRJQL]HG�E\�WKH�FRDVWDO�VWDWH���$OWHUQDWLYHO\��WKH�EDVHOLQH�LV�PDUNHG�E\

VWUDLJKW�OLQHV�IROORZLQJ�WKH�JHQHUDO�GLUHFWLRQ�RI�WKH�FRDVW��UDWKHU�WKDQ�DOO�RI�WKH�LQGLYLGXDO

FRQWRXUV���7KLV�ODWWHU�DSSURDFK�KDV�EHHQ�DGRSWHG�LQ�FDVHV�ZKHQ�WKH�FRDVW�LV

JHRJUDSKLFDOO\�FRPSOH[�

7KH�WHUULWRULDO�VHD�RI�HDFK�6WDWH�LV�RI�HYHQ�EUHDGWK���$FFRUGLQJ�WR�$UWLFOH���RI�WKH

8QLWHG�1DWLRQV�&RQYHQWLRQ�RQ�WKH�/DZ�RI�WKH�6HD��HYHU\�6WDWH�KDV�WKH�ULJKW�WR�HVWDEOLVK

WKH�EUHDGWK�RI�LWV�WHUULWRULDO�VHD�XS�WR�D�OLPLW�QRW�H[FHHGLQJ����QDXWLFDO�PLOHV���7KH�YDVW

PDMRULW\�RI�6WDWHV�FODLP�WHUULWRULDO�VHDV�RI����PLOHV�LQ�EUHDGWK��RU�OHVV���6RPH�6WDWHV�LQ

6RXWK�$PHULFD�DQG�$IULFD��KRZHYHU��FODLP�WHUULWRULDO�VHDV�RI�����PLOHV�LQ�EUHDGWK�

7KH�WHUULWRULDO�VHD�LV�VRPHWLPHV�UHIHUUHG�WR�DV�WKH�PDULWLPH�EHOW��PDUJLQDO�VHD��RU

WHUULWRULDO�ZDWHUV��DOWKRXJK�WKH�ODWWHU�WHUP�LV�DOVR�XVHG�WR�GHVFULEH�D�6WDWH¶V�LQWHUQDO�ZDWHUV

DQG�WHUULWRULDO�VHD�FRPELQHG�

����WHUULWRULDO�VXEVRLO
7KH�XQLYHUVDOO\�DFFHSWHG�UXOH�LV�WKDW�WKH�VXEVRLO�EHORQJV�WR�WKH�VWDWH�WKDW�KDV

VRYHUHLJQW\�RYHU�WKH�VXUIDFH�

����WKDOZHJ
7KH�WKDOZHJ�LV�WKH�PLGGOH�RI�WKH�PDLQ�QDYLJDEOH�FKDQQHO�LQ�D�ERXQGDU\�ULYHU�

$EVHQW�DJUHHPHQW�WR�WKH�FRQWUDU\��WKH�WKDOZHJ�PDUNV�WKH�ERXQGDU\�EHWZHHQ�WKH�6WDWHV�RQ

HLWKHU�VLGH�RI�D�ERXQGDU\�ULYHU�

������������������������������������������������
��7KH�³ORZ�ZDWHU�PDUN´�LV�WKH�VKRUHOLQH�RI�D�VHD�PDUNLQJ�WKH�HGJH�RI�WKH�ZDWHU�DW�WKH
ORZHVW�SRLQW�LQ�WKH�RUGLQDU\�HEE�WLGH�


